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Abstract 
In recent years, in the European Union, community in which Romania is part, there is a tendency towards regionalization, 
part of the state powers being transferred to local communities. It is accredited the idea that local and regional development 
policies can be run more efficiently at the local level. Local public administration authorities, under the autonomy they 
have, hold an important position in the local development process. In this context, in our article we intend to analyze the 
link between the degree of local financial autonomy and the local development level, by considering the experiences of the 
Romanian local communities. The research made on the facts existing at the local communities level in our country has 
shown that with increasing degree of local financial autonomy, tends to increase the level of local development. A strong 
argument in support of this result is that greater financial autonomy to local government means greater ability of local 
public authorities to serve the needs of local communities, leading, consequently, to local development. 
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1. Introduction 
Reducing disparities in development is today a major concern in the framework of the European Union. EU 
regional development policy, which involved the creation of development regions, made regionalization to gain 
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more importance. The idea of transferring powers to the regions and local communities is increasingly 
accredited, considering that decisions taken at this level are most effective, and the transfer of powers to local 
levels is a prerequisite for local development. 
A key variable in the local administration process is the financial autonomy of local public authorities. How 
the latter plays an important role in ensuring local development, we appreciate justified the research of local 
financial autonomy available in the local public administration and local development process, by considering 
the facts found in Romanian local communities. In this respect, in the approach developed in the following 
pages we intend to study the financial local autonomy and local development in the area of local communities 
in our country in order to demonstrate the existence/non-existence of the link between the variables examined. 
2. Local development, regional development and the development gaps in Romania 
Romania is part of the European Union since 2007, supranational entity which now has 28 member states. 
The European Union has expanded over time, along with the process becoming more diverse not only 
culturally, but also as level of development. Currently, Romania and Bulgaria are the poorest areas in the EU. 
As for Romania, only the Bucharest-Ilfov region is an exception, GDP being about double comparing to the 
national average.  
As a result, a regional policy has been developed which aims decreasing existing regional disparities in the 
EU. Given that financial assistance was intended to be accessed at the regional level, the existence of regions 
being a prerequisite to accessing finance, it can be said that regional policy has brought into focus the idea of 
regionalization. 
EU enlargement has also brought an accentuation of the regionalization process, part of the state powers 
being transferred to local communities. The reason why this happens is that the great expanse of the state 
impedes the conduct of efficient development policies, thus local level taking some powers. Socio-economic 
and political developments contributed in the manifestation of the new trends of regionalization, regions 
becoming the implementation frame of regional policy.  
It is considered that delegation of powers to the local levels and decision-making at community level is the 
premise of effective management of specific problems. Currently, the decision decentralization is increasingly 
promoted, and in the territorial organization of European states the regionalization has been increasing felt its 
presence. 
Even if there is a uniform territorial distribution scheme created by Eurostat (NUTS), however, from this 
point of view, too, the EU continues to be diverse. Typically, the delimitation of regions according to NUTS 
takes into account the administrative criterion, namely medium sized regions - called NUTS 2 - are 
administrative entities or joining existing smaller administrative units. However, there are countries where the 
regions are non-administrative units, this leading to a limited participation as legitimate entities, in terms of 
legal and institutional point of view, at decision-making process. In these circumstances, it is possible that 
some regions are more like instruments of national governments or of European institutions. This is the case of 
Romania, where NUTS 2 regions are formed by joining counties, making cooperation difficult sometimes. To 
this is added the fact that in Romania the decentralization process is very slow, at the counties level being 
transferred few powers. It is possible that the high level of centralization and the decisions taken at the center 
have not always been effective, thus perpetuating also some existing development gaps. 
Romania is a country quite centralized, and these trends are rooted in the idea of unity of the Romanian 
state, seen since the time of the Great Union from 1918. It is obvious that most decisions are taken at the center, 
and local structures have a minor role. The degree of centralization was not noticeably diminished even after 
the fall of communism, nor after the EU integration, and the current regionalization is more formal, without 
changing the essence of things.  
Regarding the level of development, we will analyze one of the most important indicators that reflect the 
output of a country or a region - Gross Domestic Product (GDP). It quantifies the total value of goods and 
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products obtained, without considering the value of goods and services used for intermediate consumption of 
their production (Table 1). 
 
Table 1. The evolution of GDP/inhabitant at the level of Romanian counties (Euro) in the period 2008-2011 
 
No.  County 2008 2009 2010 2011 
1. Alba 6.300 5.300 5.900 5.900 
2. Arad 6.600 5.600 6.000 6.400 
3. Arge܈ 7.100 6.500 6.200 6.200 
4. Bacău 4.500 3.900 4.000 3.900 
5. Bihor 6.100 5.100 5.400 5.100 
6. Bistri܊a-Năsăud 5.100 4.500 4.200 4.400 
7. BotoЮani 3.300 2.900 2.900 3.100 
8. Brăila 5.000 4.500 4.100 4.700 
9. Bra܈ov 7.300 6.500 7.000 7.100 
10. BucureЮti 16.900 13.500 14.500 16.500 
11. Buzău 4.300 3.600 3.900 3.900 
12. Călăra܈i 4.000 3.200 4.100 4.200 
13. Cara܈-Severin 5.100 4.700 4.900 4.800 
14. Cluj 8.000 6.900 7.300 7.700 
15. Constan܊a 7.300 6.400 6.900 7.200 
16. Covasna 4.900 4.300 4.100 4.500 
17. Dâmbovi܊a 4.800 4.100 4.600 4.600 
18. Dolj 5.100 4.500 4.600 4.800 
19. Gala܊i 4.700 3.700 4.300 4.400 
20. Giurgiu 3.500 3.300 4.500 4.600 
21. Gorj 5.800 5.500 6.200 6.400 
22. Harghita 5.000 4.300 4.300 4.600 
23. Hunedoara 5.600 4.700 4.800 4.900 
24. Ialomi܊a 4.400 3.700 4.000 4.400 
25. Ia܈i 4.900 4.200 4.600 4.700 
26. Ilfov 11.700 9.700 9.500 10.200 
27. Maramure܈ 4.300 3.800 3.900 4.000 
28. Mehedin܊i 4.000 3.500 3.500 3.700 
29. Mure܈ 5.300 4.400 4.400 4.600 
30. Neamа 3.700 3.100 3.000 3.200 
31. Olt 3.800 3.100 3.600 3.700 
32. Prahova 6.600 5.800 5.300 6.000 
33. Sălaj 4.900 4.300 4.400 4.500 
34. Satu Mare 4.700 4.000 4.000 4.200 
35. Sibiu 7.300 6.300 6.400 6.700 
36. Suceava 3.800 3.400 3.300 3.500 
37. Teleorman 3.900 3.300 3.300 3.500 
38. TimiЮ 9.500 7.900 8.900 9.300 
39. Tulcea 4.500 3.700 4.300 5.000 
40. Vaslui 3.000 2.500 2.500 2.600 
41. Vâlcea 5.200 4.300 4.300 4.800 
42. Vrancea 3.800 3.200 3.500 3.500 
 
Source: Eurostat, http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=nama_r_e3gdp&lang=en 
 
In Table 1 is shown the evolution of GDP in the counties of Romania, in the period 2008-2011. It may be 
noticed that, after 2008, due to the global financial crisis, the values have decreased. There is a revival in 2010, 
but existing disparities remain.  
Considerable development differences are not only between the EU states and regions, but also in the same 
state. In Romania there are obvious development gaps, primarily between Bucharest and the rest of the country, 
the capital having a GDP/capita approximately double compared to the national average. Significant values are 
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also registered in Ilfov, Timi܈, Cluj, Constan܊a and Bra܈ov, and the lowest values are in the counties of 
Moldova (Figure no. 1). 
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Fig. 1. GDP/inhabitant at the level of Romanian counties (Euro) in 2011 
Source: own elaboration using data from Eurostat, http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=nama_r_e3gdp&lang=en 
 
In the current period, attention returns to the idea that the prosperity premises of a region (or a county) are 
also given by its relative autonomy from the center, namely the ability to use its resources in the most efficient 
manner, taking into account local needs. 
3. The financial autonomy of the Romanian local collectivities 
Although there are few specialists, theorists and practitioners, addressing the issue of financial autonomy in 
the public sector, this concept does not know a covering and generally recognized definition. In this regard, to 
clarify the meaning and the significance of financial autonomy, an examination of some of the different views 
expressed in the literature must be done. 
In the conception of Petkovska, financial autonomy refers to the ability of institutions to manage their 
financial affairs independently, without any external influence (Petkovska, 2011). 
According to Chapman, the financial autonomy of local public administration designates its ability to 
increase the revenues in the local economy and to decide how to spend those revenues (Chapman, 1999). 
From another direction, for our undertaken study, is relevant also the opinion of Ebohon, Osemwota and 
Agbebaku telling us that autonomy has both an economic side, but also a political one. According to the evoked 
authors, autonomy may involve the independence of the economic infrastructure of the lower level of 
government to higher level government. Also, autonomy can mean the independence of political structures and 
institutions from the lower level of government (Ebohon et al., 2011). 
As far as we are concerned, we believe that financial local autonomy can be seen as the ability of local 
public authorities to manage the financial resources available to local communities for solving the problems of 
the latter and for satisfying the local public interests.  
To assess the degree of local financial autonomy, we consider the concrete situation existing in the local 
public administration in Romania, with focus on local communities constituted in the frame of the 
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administrative-territorial units components of the state. 
One way to measure the financial autonomy of local public administration is to calculate the ratio of its own 
revenues in its total budget (Romanik, 2012). 
Proceeding in this way, we calculated the degree of local financial autonomy for each of the 42 local 
communities (including Bucharest Municipality, the capital of the country), Romanian national community 
divisions, in Table 2 being found the values recorded in the period 2008-2012.  
Table 2. Financial local autonomy of the Romanian collectivities in the period 2008-2012 
No. County 
Year 
2008 2009 2010 2011 2012 
% % % % %
1. Alba 37,11 36,07 36,65 39,23 37,02 
2. Arad 47,84 47,55 47,99 52,63 49,13 
3. Arge܈ 42,32 37,62 49,76 50,44 50,09 
4. Bacău 33,40 46,67 37,33 43,65 35,78 
5. Bihor 39,17 40,67 38,33 41,63 41,43 
6. Bistri܊a-Năsăud 34,79 33,08 38,00 32,35 32,64 
7. BotoЮani 23,44 25,63 25,69 25,42 22,58 
8. Brăila 36,14 38,04 41,50 40,82 48,21 
9. Bra܈ov 58,36 54,17 56,50 56,09 57,82 
10. BucureЮti 82,12 81,61 82,28 85,75 85,11 
11. Buzău 32,35 34,54 35,01 42,43 37,47 
12. Călăra܈i 31,73 33,44 33,64 36,21 34,27 
13. Cara܈-Severin 31,90 32,54 35,73 30,86 28,09 
14. Cluj 58,39 56,25 78,44 61,12 56,62 
15. Constanаa 55,03 57,87 57,09 53,80 59,30 
16. Covasna 32,20 34,23 35,46 37,55 36,34 
17. Dâmbovi܊a 34,99 34,26 34,82 31,92 35,20 
18. Dolj 30,85 42,11 43,37 46,64 47,75 
19. Gala܊i 44,13 46,59 46,58 47,42 50,27 
20. Giurgiu 31,35 37,13 33,38 35,59 29,28 
21. Gorj 37,76 40,87 41,82 42,02 41,30 
22. Harghita 32,23 33,83 33,56 34,31 36,07 
23. Hunedoara 41,09 40,52 41,53 50,00 40,45 
24. Ialomi܊a 33,11 37,54 37,28 40,49 43,11 
25. Ia܈i 38,42 40,54 37,22 40,17 37,11 
26. Ilfov 73,41 75,43 70,68 74,86 66,18 
27. Maramure܈ 32,65 33,34 34,07 36,19 38,52 
28. Mehedin܊i 30,95 33,65 28,74 27,32 33,23 
29. Mure܈ 44,62 42,35 44,86 45,23 45,01 
30. Neam܊ 30,46 31,16 31,48 32,26 29,69 
31. Olt 29,52 32,61 32,29 33,46 42,52 
32. Prahova 51,47 77,38 50,82 53,03 52,61 
33. Sălaj 24,91 28,20 30,06 29,02 27,24 
34. Satu-Mare 33,40 37,60 38,41 42,38 37,53 
35. Sibiu 51,05 49,68 53,29 57,49 56,17 
36. Suceava 27,50 32,01 30,87 28,58 30,52 
37. Teleorman 24,96 30,81 30,25 32,52 34,34 
38. Timi܈ 59,45 56,02 57,45 54,00 52,92 
39. Tulcea 59,45 38,49 33,78 37,89 40,01 
40. Vaslui 21,71 23,94 23,62 22,69 25,76 
41. Vâlcea 32,17 36,98 34,46 32,28 35,82 
42. Vrancea 24,01 29,22 27,60 33,56 31,63 
Source: calculations based on data contained in the Reports on local public finance 2008, 2009, 2010, 2011, 2012, elaborated by the 
Romanian Court of Auditors, http://www.curteadeconturi.ro/sites/ccr/RO/Publicatii/default.aspx  
 
For an easier understanding, Figure 2 presents the evolution of the financial autonomy degree indicator 
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based on the most recent data, namely in the year 2012. 
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Fig. 2. The evolution of financial local autonomy of the Romanian collectivities in 2012 
Source: own elaboration using data from Table 2  
 
From the analysis of data summarized in the preceding table, as well as from the view the above chart, it 
appears that, for the considered period, the highest degree of financial autonomy was registered in the capital 
city – Bucharest Municipality, as expected, followed by the counties of Ilfov and Constan܊a. By contrast, the 
lowest degree of financial autonomy was recorded in the counties of Boto܈ani, Sălaj and Vaslui. As shown, 
there is a considerable discrepancy between the situation of the capital city and the rest of the country counties. 
This finding may be explained by the fact that always in the capital cities the majority of financial resources are 
concentrated, hence a high autonomy degree. 
4. The correlation between the degree of financial autonomy and the local development level  
The correlations study is a useful statistical tool to analyze economic phenomena, because it reveals the 
presence of a predictive link that can be exploited in practice. 
Correlation measures the statistical link between two random variables which, from a probabilistic 
perspective, are not independent. The link that may exist between the two variables is causal, or of common 
dependence of a third variable (unknown), or more complex. The presence of a link is not enough to know 
whether the variables analyzed are in one of the situations above. 
Regarding the two variables, the correlation study can provide the information that the two corresponding 
statistical data sets vary simultaneously, without the definite presence of any causalities. 
Depending on the type of data and the nature of the link between them, the correlation may be measurable 
through multiple correlation coefficients. In this work, we use the Spearman correlation coefficient, which is 
suitable for the analysis of variables without normal distribution and with non-linear variation, aspects 
encountered in this case. The correlation coefficient is a nonparametric one. 
To calculate the correlation between GDP/capita and financial autonomy degree we used data from the 
period 2008-2011. This correlation is positive, has high intensity (0.753), as shown in Table 3. 
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Table 3.The correlation coefficient Spearman for GDP/inhabitant and degree of financial autonomy at the level of counties 
 
Correlations 
 
Degree of financial 
autonomy 
GDP 
(Euro/inhabitant) 
Spearman's rho Degree of financial autonomy Correlation Coefficient 1,000 ,753**
Sig. (2-tailed) . ,000
N 210 168
GDP (Euro/inhabitant) Correlation Coefficient ,753** 1,000
Sig. (2-tailed) ,000 . 
N 168 168
**. Correlation is significant at the 0.01 level (2-tailed). 
Source: own elaboration using data from Table 1 and Table 2 with the help of SPSS  
 
This link is significant, the correlation having, according to the test carried out, a low error probability. So, 
at regional level, when financial autonomy increases, the GDP/capita also increases. This fact suggests that a 
greater degree of financial autonomy is a prerequisite for a higher living standard, for a more intense economic 
activity.  
In terms of graphics, the correlation between GDP/capita and financial autonomy is shown in Figure 3, 
where it is observed that usually high levels of one of the indicators correspond to high values of the other 
indicator, and similarly for the small values . 
 
 
Fig. 3. Graphical representation of the correlation GDP/inhabitant – degree of financial autonomy at the level of counties 
Source: own elaboration using data from Table 1 and Table 2 with the help of SPSS 
 
The result showed that as the degree of financial autonomy increases, also the level of local development 
tends to increase. The explanation may be that more financial autonomy is likely to confer and to provide local 
public administration authorities the opportunity and the ability to meet the local needs, taking into 
consideration the facts existing at the local level, which improves community welfare and hence local 
development. 
5. Conclusions 
Reducing development disparities is a subject that arouses interest of theorists and practitioners alike. 
Among the ways to decrease the gaps also enroll, in our opinion, the transfer of decision-making power to local 
communities for those public affairs on which local decision would be more effective. 
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Based on the investigations carried out in this article, we found that there is a positive and high intensity 
correlation between the degree of local financial autonomy and the local development level. The analysis made 
in relation to the facts found in the case of Romanian local communities attested that as the degree of local 
financial autonomy available to local public administration authorities increase, the level of development tends 
to increase. Through the ability to manage and resolve local public affairs, local public authorities which have a 
high degree of financial autonomy will be able to work towards meeting the needs of local communities and 
improving the local living conditions, which shows a high local development level. Finally, we emphasize that 
without local financial autonomy, local public administration authorities will be unable to ensure the efficiency 
of the local administration process, which disadvantage the local development. 
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